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The amount included by SCC was not in-
%&Boewgmm

credit 1s related to the Increased investment

The amount included by sce was not in-
cluded as a tax by the company in its annual -
‘report to stockholders. The amount repre-
sents a normalization of Federal income tax

Federal income taz deferred—Guideline lves
and rules

SCC..-- $627, 000
Arl\ingbon PUC e 0
A

2 For 1982 ll,rﬁz)(ﬂ 955 000,
« Based on %2 1963 total and Ys 1962 total.

and per staff’ cGhA-RD Qffiade by the company computed at 3 percent
report to stockholders. It represents the 1962  in the case of facilities with life expectancies
‘ ) tax saving achleved by the company thfough in excess of 8 years and 2 percent and 1 per-
P Per Alington the use of “guideline lives and rules.” The cent in the case of shorter life expectancies.
. Tiallties Per stafl SCC treatment would allow, 2s expense, a Regulatory treatment has not been deter-
Commisslon, . greater amount for taxes than was actually mined for most jurisdictions as yet, aithough
. Hsmmond paid. FCC appears to have decided that the full
Federal income tazes deferred—Investment amount of the investment tax credit should
! Thousands tax credit be brought down to net income. The ap-
Operating reventes. —-—o-iooooosmmsonrone s nees $170,037 | $170, 037, 562 sce $1, 893,000 parent fact is however, that the U.8. Gov-
%peratiin% expense: 62, g%ﬂ ;sg g_}g ggg Arlington PUC.ammccccamcanena 0 “ernment has invested the full amount of
epreciation. 14, , 870, . a
’I"m?es other than Federal incowe. ... 13,878 13, 875, 713 The company, In filing its 1962 Federal in- the credit in the company. The only re
Federal income taxes . s come tax return, was allowed to deduct this quirement of the Government is that no
g‘gfémecf’“ currently p’““b ©---- 22,981 22,991,122 priount from the total tax due. Its tax lia- depreciation be charged for the facilities 8o
Liberalized dep i ht 0 2, 130 ouo bility, therefore, was this much less, The acquired.
Guideline lives and rules - i 0
Inyestment tax credit_ .- 0 1, 893 000
‘Accelerated amortization—Net. . 1,687 1,687, 073 Exursir C
Total operating revehue deducti 124,081 | 128,730,794 e L. s
) e ——— Virginia Eleciric & Power Co.—Rate of return based on SCC Secount §0J HAS thod,
incomo. 5 , 208, ) 3 .,
Add interest during cons N 3,310 3,300,762 12-month periods ending Nov. 30, 1962, Dec. 31, 1962, Sept. 30,
Deduct ¢t tiriated) 150 0 [In thousands]
Adjusted net income. 50,018 45, 516, 530
: ! : . Sept, 30
Rate of return (percent) 6.99 6.36 Nolgus o D%ﬂgl' ?9&13 ’
Nore.—Arlington Public Utilities Commission, H d, in tk as; staff anL dred . ) . 136 17, 285
Source: 8OO accounting division Oct. 23, 1963. ! i %ﬁ:trr‘{gé’g e plant sﬁgg: g;g sﬁg’- 817 5?44: 031
: » : . Subtotal 726,001 | 720,319 | 778,23
En-marr B 1o the extent that less taxes are actually pald Tess co;ui{l‘)u"tious in aid of construction. - 1,314 1,321 1,415
ViReINTA ELECTRIC & Power Co. RATE OF RE- in a given year due to the fact that for tax . =
TURN, 1962, ELECTRIC DEPARTMENT purposes the company uses the double de- Net utflity plant 4,747 | 720,998 71819
TAFF AND ARLINGTON PUC STUDY COMPARED clining balance method of computing de- ﬁ";&,‘;’;;l‘;gﬁ Eir".lf'ﬁl 10 deys... 1?:&‘32 12, 209 lgjégs
scc 8 R c preciation, while in its accounts straight-line
Rate buse depreciation s used, based on the life ex- Rate base, end of period e | TG40 TORESE
SCC staft, $715,816,407 pectancy of the facilities, The amount Operatingre 84,950 . J
Arlington PUC (In thousands) 716,948 shown by SCC is the amount of taxes saved Operating 62, 836 63, 569 86, 607
The principal difference is in the exclusion by using this method, which the SCC has Maintenance. 11,317 11,301 11,331
by SOC staft .included as expense for the purpose of its atlon. . 20, 523 20, 652 2,
y staff of coniributions in ald of con- Federal Incoms tax, current 24, 800 24,490 25,964
struction ($1,268,235). ~Other minor differ- study. This subject was not treated in the Deferred: ?
ences account for the net difference of $1,- 1953 rate case. Rapid amortization was Liberalized der fon 11,932 2,209 12,062
150,000. The Arlington figures used 2s & -treated in 1953 in the same manner Guideline lives__ 4723 789 4727
GOty y ¢ as the SCC used in the recent study. n ent tax credit 21,703 1,955 42,143
benchmark the 1953 rate case in which con- y ‘Accelerated amortization, net. N 1,687 451
tributions In aid of construction weré not L 1903, and subsequently, the company ac- Other taxes... i 14,743 14,876 16, 134
excluded. In any rate case, however, the cumulated the amounts saved in a reserve -
. exclusion would be advocated ’ : account. There is presently $36,215,000 in Total operating expense 140, 550 141,627 148, 366
: Lo - the reserve account (eligible and used for Net tin 44 400 44 455 146,608
Operating revenues, operating ezpenses such corporate purposes as expanding plant). Add mtgrcﬁ%ﬁmggd to construction. 3: 397 3: 347 2: 048
Federal income taxes currently paya.ble 'no I the plant built from these funds were to
differences. earn a 6 percent refurn, the annual earnings Adjusted net operating income . 47,797 47,802 48,856
Federal income tazes deferred——Libemlzzed. from this capital (not advanced by the stock- - Rate of return (percent) - . 6.42 6,39 6.13
deprectation holders) would be $2,172,900. SCC's treat- )
SCC. . $2,130,000 ment apparently does not Involve considera~ + Yor YaxX1,2 . y
00; for 1062, 1 ,200,000,
Arlington PUC- e mmemm e 0" tion of these sums as reserves. 1 §8§ %38%’ f‘y‘ffx o %00 or 1062, 1345 X82,200,000.

NoTE.—~The purpose of this summary is to reflect trend of rate of earnings since Dec 1, 1062 rate adjustment.
Source: Arlington Public Utilitles Corammission, Nov. 5, 1963,
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Exr—nser

Vepco rate of returm,, adjusted using SCC
method for results of operations and ad-
Justing -rate base for plant provided by
taz reserves

[12- month perlod ‘énded Dec. 31 1962 in

thousands]

Bystem rate base Dec. 31, 1062, SCC
T bastS e —-- $748,435
: . . B

Adjustments:

Reserve, future taxes—Amorti-
zatlon® __ oo, 36,215
Investment fax credit .. - 1,055

_Reserve—Liberalized deprecia~
tion3___-_________-_________._' , 120
Reserve—Guideline lives ____. . 189
b 4 72 SR 43, 088
. 1
. Adjusted rate base. ... 705, 347

‘Ret operating income, ad-
- justed (SCC basis) (from
exhlbit C col, 2) _____ --- 47, 802

Adjusbed rate of return (per-

CeNt) o - 8.88
1Per balance sheet Dec 31 1062.
2Per balance sheet Dec. 31, 1962.
81960, $'72O 000; 1961, #1, 200 000; 1962,
$2,209,000.
+1962, $789,000.

T o EXmprT B

Vepco rate of return, adjusted, usmg sce
methods for results of operations and ad-
justing rate base jor plant promded by
tax reserves

, [12 -month period ended Sept. 50, 1683, 1

thousends]
System rate base Sept. 30 1963 sce
£ T S S $792, 885
Adjusrbments
‘Reserve, future taxes—Amortiza- N
tlon ! i e —— . 86,405
Investment tax credit? . ... 3,601
Reserve—Liberalized - deprecla-
PO 8 e — 5,862
Reserve—Guideline lives4 _______ . 1,801
T 47,480

Adjusted ra‘t’e base. -~ 745,446
i : ey
Net operating iwnco e, ad-
Justed (SCC basis) (from
exhibi 6, col. 3) _________ 48,656
Adjusted rate ot return (per-~ }
B <7 <} 7 6. 53

1 Per balance sheet, Sept. 30, 1963

2 Per balance sheet, Sept. 30, 1063,

1960, $720,000; 1961 $1,200,000; 1962, $2,-
209,000; 1963, (9 months) '81,733,000.

41962, $789 000 1963 (9 months) $592,000,

LARD ’I‘RADE WITH CUBA@

Mr, KEATING. Mr Presment it is
with shock and lncredulity that Amen-
can citizens learned that negotiations
are underway for the direct sale of a
large shipment of U.S. lard to Commu-
nist Cuba.

Mr. President, such an action would
be directly contrary to the whole di-
rection of U.S, policy toward Cuba. A
large agr 1cu1turai sale to Castro would
completely undermine whatever pos1t1on
the United States sought to establish in

" preventing . increased West European
-trade with Castro.

Mr. President, when the wheat sale to
the Soviet Union was licensed—and a li-
cense wag’ requlred 1n that case because

‘effect on foreign policy.

. wheat was a subs1d1zed product—it was’

specifically provided that none of the
wheat could go to Cuba. To turn around
and sell lard directly to Cuba would
make a parody of our whole policy effort
directed at an economic boycott of Cuba.

. Mr, President, I am aware of the fact
that under present regulations as drawn
up by the Department of Commerce

there is no requirement for licensing of .

edible fats and oils for sale overseas, ex-
cept to such nations as Communist
China, North Korea and North Vietnam
which have traditionally been dealt with
in a different manner. However, Mr.
President, there is very clearly authority
in the broad terms of the Export Control

- Act of 1949 to require licensing or any _

other kmd of regulation where necessary

%to further the foreign policy of the

United States and to aid in fulﬁ]lmg its
international responsibilities.”

~In the case of Communist China,
N North Korea and North Vietham an ex-

port license is required for all trade
whatsoevér, and none is permitted ex-
cept under unusual circumstances, for
example to foreign embassies within Red
China.

Mr, President, it is my view Com-
munist Cuba should be under the same
kind of trade restrictions as Red China.
In other words, all shipments should re-
quire a validated license.

The fact of the matter is that a large
agriculture sale to Cuba has a signifi-
cant impact upon the foreign policy and
international interests of the United
States. Longshorémen unions were
criticized in many quarters for refusing
to load shipments of wheat to the Soviet
Union because it was said that this re-

-fusal constituted private intervention in

foreign policy. There can be no ques-
tion that a large and direct sale to Com-

munist Cuba is just as much an inter-

vention in forelgn policy. We can cer-
tainly imagine what the British will say
about this.

Mr. President, it seems at times that

the right hand of our Government has
no notion whatsoever what the left hand
is doing, or a more conscientious effort
would have been made to bring U.S.
trade with Cuba under adequate control.
Ironically, President Betancourt of
Venezuela has several times warned that
his country is considering a boycott of
shipments from nations which engage in
trade with Cuba. Venezuela has felt the
direct attack of Cuban-irained terror-
ists, and is determined to take firm ac-
tion, What a farce it would be if the
Venezuelan Government had to impose
sanctions against the United States as
well as West European countries for
trade with Cuba.

We must not permit our own business-

men to lead the way in overcoming

Government policy. And our Govern-
ment officials must manifest- more
awareness over private activities that
will have an immediate and detrimental
How, indeed,
can we cut off foreign aid to our allies
for their trade with Cuba when our own
merchants are doing exactly the same
thing?

Mr. President, the Department of

' Commerce under the Export Control Act i

~Approved. Fowéﬁaiﬁggfbg{& 1%%&?866888&0%?00200170097 -4 February 27

ha.s full a.uthouty to lay down’ regula-
tions regarding exports to any country
in the world. Immediately, action should
be taken to place Cuba in the same cate~
gory as Communist China, North Korea
and North Vietnam. Every shipment
of any kind to Cuba should require a
validated export license so that our Gov~
ernment can maintain full control over
a vital area of foreign policy.

THE U.S. BALANCE-OF-PAYMENTS

DEFICIT CONTINUES

Mr. JAVITS. Mr. President, on a
number of occasions I have called to the
attention of the Senate the situation
concermng our balance of payments
with the Wworld. I should now like to
speak again briefly about this issue
which is one of the most critical indices
of our financial and monetary situation
and our credit standing, and one of those
which has caused the greatest worry to
our authorities in the Treasury and to
the President of the United States—and

quite justly, as there are tremendous -
“calls upon us far exceeding our gold

stock by the other central banks in the
world which are dependent upon the

“credit of the United States.

Despite the numerous steps taken by
the administration thus far to deal with
the continued deficit in our balance of

..payments, the overall success has been

rather small. Our gold stock declined by -
another $461 million in 1963, so that at
the end of that year it amounted to
$15,596 million, the lowest level in our
postwar history. The U.S. balance-of-
payments deficit for 1963 remained at
$3,020 million, below the $3,573 million
deficit of 1962, but only slightly under
$3,043 million in 1961, despite the Ad-

ministration’s claim that the series of
measures it -has put into effect is bring-

ing this critical problem under control.
I am more convinced today than ever

‘before that the United States must take
leadership in world monetary reform, if

we are to find a fundamental solution to
this problem.

» As I stated in my remarks here last
‘September, the U.S. balance- -of-pay-
ments deficit cannot be solved unless we'
seek a basic solution. Such a basic solu-
tion clearly involves the modernization
of the international monetary system.
While the United States must clearly
exert itself to do all it can to bring its
financial house in order, the U.S. bal-
ance-of-payments deficit cannot be iso-
lated from the system of which it is
but a part, even if a major part.

The outcome of the current study of
the international monetary system by
the 10-nation OECD “Paris Club” and by
the IMF is therefore of crucial signifi-
cance. Their fajlure to draw meaning-
ful lessons from recent developments
and to recommend the modernizatlon of
the system would, in my 'view, have
serious consequences not only for the
United States but the Western World as
a whole, each member of which greatly
depends forits continued growth on the
stlrnulatlvew effects of this system,

. What is the administration doing to
cope with thls problem‘? It is continu-




